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(Apour THE COMPANY 


Commodore International Limited, through 
its subsidiaries around the world, is one of the 
world’s larger manufacturers and marketers of 
computer-based products for professionals and 


consumers. 


ABOUT THE Coven 


The cover depicts a Commodore multi- 
media system which incorporates an Amiga 3000 
computer with AmigaVision authoring system, a 


camcorder for video, DeluxePaint IV software for 
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The Company’s major product group is 
Amiga multimedia computers. In addition the 
Company has a range of PC compatible 


computers and the entry-level Commodore 64. 


graphics, a musical keyboard and a laser disc 
player for interactive display. This low-cost 
system allows a user to create a high-performance 


solution and deliver it interactively. 


FINANCIAL HIGHLIGHTS 


(Dollars in Millions, Except Per Share Amounts) 


Year Ended 30 June 1992 1991 1990 

Net Sales $911.0 © $1,047.2 $887.3 
Income Before Extraordinary Item $ 27.6 $ 57.4 $ 1.5 
Net Income $ 27.6 $ 48.2 £ 1:5 
Shareholders’ Equity $ 325.0 $ 289.7 $252.9 
Average Shares Outstanding (Millions) 33.6 332) 32.4 


Net Income (Loss) Per Share 


1st Quarter $ 0.16 S$. 10:22 ($ 0.20) 
2nd Quarter $ 1.18 *- 2.12 $ 0.35 
3rd Quarter $ 0.12 $ 0.04 $ 0.01 
4th Quarter ($ 0.66) $ 0.10 ($ 0.11) 
Year (a) $ 0.82 $ 1.45 $ 0.05 


(a) Total for year differs from sum of the quarters due to fluctuations in the stock price affecting quarterly 
common stock equivalents in fiscal 1992 and 1991. 


WORLDWIDE REVENUES SHAREHOLDERS’ EQulitTy 
(In Millions) (In Millions) 


LETTER TO SHAREHOLDERS 


n fiscal 1992 Commodore International Limited achieved a significant milestone by selling over 
1 million Amiga multimedia computers. The worldwide installed base of Amigas now totals 3.7 
million. We are pleased with the widespread acceptance of the Amiga which has enabled 


Commodore to maintain a leadership role in multimedia technology. 

The Amiga product group accounted for approximately $575 million, or 63% of total sales in 
fiscal 1992. Although unit sales increased 17% from the prior year, revenues were slightly below the 
prior year due to a decrease in peripheral sales and lower selling prices. 

Commodore’s second product group is MS-DOS PCs which accounted for approximately $220 
million, or 24% of total sales in fiscal 1992. PC sales declined over 20% from the prior year in both 
units and revenues, primarily due to the discontinuation of lower-end XT and AT products. In fiscal 
1992 we launched a new line of PCs to reestablish a leading role in this market segment and we are 
pleased with the market acceptance of our new PCs. 

Although sales of the C64 declined from the prior year, total unit sales of 650,000 were still 
strong for a product which was introduced ten years ago. To date, over 12 million units have been sold. 
The C64 product group accounted for approximately $115 million, or 13% of total sales in fiscal 1992, 
with most of the sales occurring during the first half of the fiscal year. 

Commodore’s total sales for fiscal 1992 were $911 million, a decline of 13% from the prior year. 
Almost all of the decline occurred in the last six months reflecting economic softness throughout the 
European consumer markets and the impact of the discontinuation of low-end PCs. 

Geographically, Europe accounted for 88% of total sales for the year. Sales in North America and 
Australia were adversely affected by recessionary economic conditions in those regions. During calendar 
year 1991 Commodore again ranked second in personal computer unit sales in the European market 


according to Dataquest. 


Net income for fiscal 1992 was $27.6 million, or $.82 per share, compared with $48.2 million, or 
$1.45 per share, in the prior year. The decrease reflects the sales decline and the unfavorable impact of 
pricing reductions. 

During the fourth quarter we implemented a major program to achieve greater operating efficien- 
cies. The factory building in Hong Kong was sold for a significant gain. Production is being transferred 
to a new, low-cost facility in the Philippines. Since the close of the fiscal year, manpower at our facili- 
ties in Germany and the U.S. have also been reduced significantly. 

Shareholders’ equity increased to a record $325 million at the end of June 1992. In fiscal 1992 a 
Deutsche Mark debenture issue of $66 million was repaid and long-term notes were reduced by $25 
million. Total debt at the end of June decreased to $158 million. 

In fiscal 1993, we plan to introduce new models of the Amiga for both the consumer and profes- 
sional markets. These new products are expected to significantly enhance the performance and value of 
Commodore’s multimedia computers. Although we are concerned about the global economic environ- 
ment and the competitive price pressures in our business, we will manage the business prudently in the 


coming year to take advantage of Commodore’s strengths. 


flout? Ah ag. 


Irving Gould Medhi R. Ali 
Chairman of the Board President 
and Chief Executive Officer 


17 September 1992 
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w ultimedia computing is one of the most 
| 


_ quoted phrases in the computer industry 


ve today. Commodore has been an active 
participant in this important market since 1985 


when the first multi-tasking Amiga computer was 


introduced. 


What is multimedia? 

It is not a single market or application but 
rather a method of designing and integrating com- 
puter technologies on a single platform that 
enables the end-user to input, create, manipulate, 
and output text, graphics, audio and video with a 
single user interface. Multimedia integrates basic 
information processing with animation, sound, 
color graphics and video. 

Commodore’s Amiga line has the ability to 
put multimedia capability into a 
single, integrated, cost effective 
machine. Several technical fea- 
tures combine to give the Amiga 
its multimedia mastery. These 


include digital audio technology 


incorporated in each machine, along with a 
unique set of chips that serve as dedicated 
audio and video co-processors. These chips 
enable the Amiga to run more than one pro- 
gram simultaneously. The Amiga also operates 
at the same “video scan rate” as TV and video 
cameras, making it an ideal platform for 


handling video images. 


According to New Media Research, a mar- 
ket research firm, the worldwide market for 
multimedia applications is expected to grow to 


$16 billion by mid decade. 


The industry believes growth is expected to 
be rapid in Europe and Australia/Asia. 
Many experts predict that multimedia will 
fundamentally change the information process- 
ing business in the 1990s. It 
has fundamental implications 
for the way we work, play 


and communicate. 


Amiga family of multimedia computers 


The Amiga 600 is the newest product » ™ 


What are the multimedia applications? 
Computer Based Training is a potential 
market for Amiga’s multi-tasking capabilities. 
Training is of great interest to education, busi- 
ness and government users. Despite overall 
improvements in educational attainment around 
the world, the average level of skill attainment in 
the U.S. and other countries is not sufficient for 
the skill requirements of industry today. The 
fastest growing occupations of the future will 
require significantly higher levels of basic edu- 
cation. Interactive multimedia training offers a 
hands-on solution that provides tailor-made 


learning programs for students. 


Studies have shown that 
if people get information only 


through static, black and 


Scottish Police College 


A Commodore Amiga-based multimedia system 
developed to train police officers in crowd-con- 
trol procedures has been awarded the presti- 
gious 1991 European Training Technology 
Event Application Award for the most innovative 
and cost effective application of training tech- 
nology. The system was developed by the U.K. 
National Computing Centre in conjunction with 
the Scottish Police College. High quality graph- 
ics and the ability to network a series. of inter- 
active workstations were key factors in the 


choice of the Amiga. The system comprises 


four Amiga 2000 workstations linked in a net- 
work, Each station shows a different view of 
the crowd inside and outside a-soccer stadium. 
A central control system, based on an Amiga 
3000, provides an overview of the entire crowd, 
and a Commodore MS-DOS bridgeboard con- 
nected to the audio network records and stores 
radio messages for replay during the debrief- 
ing. As incidents occur in the crowd, the appro- 
priate officer must decide on a course of action 
and inform his fellow officers over a two-way 
radio. A variety of simulated events test the. 
quality of an officer's decision making and com- 
munication ability. By developing programs 
using the AmigaVision authoring language, this 
innovative solution was developed at a low 
cost. This system highlights the strength of the 
Amiga by combining an interactive, networked 
training application with a realistic visual simu- 
lation program. 


The floor-standing Amiga 3000T is a versatile 
workstation for high-end multimedia applications. 


(Commovore MULTIMEDIA 


white graphics and text, sometimes less than 
Touch Intéractive Kiosks 
20% of that information is retained. Retention 


In Canada, Spectral Advertising Systems, Inc., 
rates increase dramatically, as still pictures, 


installed a system called “Touch Toronto” in 


ifoahs lp hotel lobbies and shapers ges to animation, video and sound are incorporated. 
offer users touchscreen access to information 
about Toronto-area restaurants, shopping, Thus, the Amiga is an ideal machine for educa- 
events and attractions. Users may. sort the 
restaurant data by area of the city, type of 

- food, and price range, by calling up on the 
screen.a list of only those establishments that 
fit their criteria. After choosing a restaurant; market for multimedia. Companies use point- 
the user can call up a map showing how to get 
to the restaurant from the hotel where the 
kiosk is located. Restaurants pay a fee to message across quickly and clearly in a limited 
include their menus and specials ‘in the presen- 
tation, to offer users the option of printing out amount of time. The interactive element of 


a discount coupon, and to let users dial directly 


tion purposes. 


Retail point-of-sale is also an important 


of-sale displays because it is important to get a 


- ; multimedia allows the user to customize the 
from the kiosk to make reservations. The 


Amiga 3000 was selected for its ease of inter- information search to meet a person’s own 
face. A computer was needed that could handle 

data retrieval from multiple sources, a coupon individual needs. 

printer and an outdial reservations telephone: 
Similar systems have also been installed in- 
several European countries. 


Palais du Luxembourg 


- The prestigious French Senate in Paris selected 
the Amiga 3000 multimedia system to inte- 
grate and update its existing in-house televi- 
sion system. The Amiga was chosen for its 
multi-tasking capabilities of being able to pro- 


vide graphics overlays on video and ‘to broad- 
cast images over an existing TV network. With 
this system text of the Senate debates can be 


broadcast on.the TV screen in real time without 
interrupting the televised proceedings. This sys- 
tem has greatly expanded the information capa- 
bilities of a legislative debate. 


The Amiga 3000 multimedia system has 
been installed at the Palais du Luxembourg 
in Paris, France. 


— 


An Amiga multimedia computer 
teaching program has been devel- 
oped to help students study the 
spine in three dimensions. 


Videographics is the fastest growing seg- 
ment of the video market. Multimedia computers 
are used in this segment for character generation 
and 3-D modeling animation systems. Users 
include video production and post-production 
businesses, government video facilities, cable and 
closed circuit facilities and educational, medical 
and scientific media departments. 

The professional music market is a smaller 
market segment for Commodore’s multimedia 
computers. This segment includes music teachers 
and students, musicians who use electronic or 
synthesized music, composers and song writers. 


These users recognize the advantages of the 


Philadelphia College of 
Osteopathic Medicine 


Multimedia computer technology now solves a 
major problem facing medical school. profes- 
sors teaching human anatomy: once. cadavers 
are dissected, their.use as a teaching too! is 
destroyed. Now interactive multimedia technol- 
ogy gives medical students a new way-to study 
anatomy in greater depth and with increased 
flexibility. A doctor at’ the Philadelphia College 
of Osteopathic Medicine developed a multime- 
dia computer teaching program that helps stu- 
dents visualize the spine in three dimensions, 
the way anatomy is viewed in real life. In the 
early development stages of the program there 
was little funding for the project so. an Amiga 
500 which the doctor already owned was used. 
However, in order to provide three-dimensional 
animations of the spine, an A2500 with.a 
68020 microprocessor was used. A video edit- 
ing tape deck was added and each frame of 
computergenerated graphics was transferred 
to video tape and then to a video disc. Unlike a 
textbook, which uses graphics ‘to ‘support text, 
this computer program uses text to support a 
three-dimensional view. 

To get started, students only have to know 
how to turn on the machine, insert a video 
disc and use a mouse. The entire system was 
developed for a very low cast. With the 


Amiga’s abilfty to upgrade, new enhance-. 


ments .can be added for high impact and low 
cost. An Amiga 3000 workstation was recently 
instaHed in the student library ‘to give stu- 
dents’ an opportunity to access the program 
on an-as-needed basis. 


Amiga with its built-in four voice, two-channel 
audio and its ability to handle real-time sequenc- 
ing and digital editing with professional software 


and MIDI interfaces. 


|Commopore MULTIMEDIA 


The initial growth of multimedia has been 
slow due to the lack of an easy to learn, simple 
to use authoring system. Thanks to Amiga- 
Vision, multimedia is no longer for the computer 
elite. Amiga Vision is a full-featured authoring 
system that allows for sophisticated storage, 
manipulation and retrieval of information. After 
creating elements with other Amiga software, 
AmigaVision can control graphics, animation, 
text, digitized sounds, speech synthesis and 
music, and it can control external devices such as 
videodisc players. AmigaVision takes the confu- 
sion out of authoring multimedia presentations 
or courseware. 

Hundreds of exciting software titles are 
available for the Amiga. These include profes- 


sional data base, word processor, graphics arts 


Lufthansa’s Flight Simulator Program 


in Europe a new. flight simulator software pro- 
gram was developed recently in canjunction 
with a pilot fram Lufthansa Airlines. This: pro- 


&ram was tested by professional pilots in the 
Lufthansa headquarters in Frankfurt with the 


Amiga 3000. The Amiga was chosen. because it 
is able to provide outstanding realism, includ- 
ing excellent color and graphics and realistic 
noisé levels. A very successful marketing bun- 
die was developed for the German home mar- 
ket with this software “Airbus A320” and an 
Amiga 500. 


and other business programs. For the home and 
education user there are numerous educational 
titles with dazzling graphics as well as action- 
packed entertainment programs. For CDTV 

new titles are being released to take advantage of 
the great storage capacity of the CD disk. 

The Amiga was first introduced in 1985. 
Today the product family includes the Amiga 
500, Amiga 500+, Amiga 600 and Amiga 
600HD for the home user. For the professional 
user there are the Amiga 2000 and Amiga 
3000 series. The most unique Amiga product is 
CDTV, which includes a CD-ROM drive and 
Amiga computer in one integrated package. 
The CDTV attaches directly to a television set 
and can be controlled by an infrared remote 


device or keyboard. 


Some of the world’s best entertainment and educational software 
is available for the Amiga 500 and Amiga 600 computers. 


In fiscal 1993 new models of the Amiga 
will be introduced for both the home and 
professional markets. These computers will 
represent the next great leap in color and dis- 
play capability for the Amiga. A new version of 
the AmigaVision authoring system will also be 
introduced which will allow a user to create 
programs on one system, such as the A3000, 
and deliver the presentation on another 
machine, such as CDTV. This will greatly 
expand the performance and cost effectiveness 
of Commodore’s multimedia solutions. 

Commodore’s Amiga computers offer one 
of the most cost effective, fully integrated 
and easy to use multimedia solutions available 
today. Commodore is strongly committed to 
maintaining its leadership role in multimedia in 


the future. 


The Commodore Amiga CDTV system brings 
audio, text, graphics and moving images to 


the world of compact disc. 


The U.S. Geological Survey 


Seismologists at the U.S. Geological Survey in 
California have used Amiga computers to pro- 
duce 3-D. animations plotting earthquakes. 
Some of the animations have appeared on 
Publie Broadcasting TV. The Amiga has the 
ability to show in a time-lapse way how often 
earthquakes occur. dnd how they happen over 


time. Data from years of earthquakes can be 


presented in a few minutes in an understand- 
able way for the public. The data is trans- 
formed jnto animations. with only commercial 
programs - no special programming has been 
done on the Amiga. An Amiga public domain 
program written by a scientist from Stanford 
University’s Linear Accelerator Center. allows 
the seismologists to plot their. data in.color 
and. has a complete seript language to control 
the mainframe to which the Amiga is con- 
nected. Other commercial software programs 
are used for animation, painting, character 
generation and video production. 


PC COMPATIBLE ComPureRs: 


ommodore provides a full range of PCs A Marat Metkeriante, University 


; from 386SX to high-end 486 machines A. major university in the Netherlands has pur- 
P chased over 1,500 Commodore PCs as integrated 
and network servers. Commodore’s 
electronic workstations. The most modern technol- 
386SX, 386DX, 486SX and 486DX machines ogy for electronic data acquisition, data transport 
and data processing is now available on the entire 


have a multitude of hard drive and memory con- campus of the university, including the library. The 


workstations include a combination of 386SX and 


figurations to satisfy a broad range of users, from 
486SX machines and each workstation has a user 


the basic needs of the consumer to the advanced friendly graphical working environment and soft- 


f ware for a number of ‘basic functions, such as 
needs of the professional user. In the past year ; 
word processing, database management, spread- 

Commodore launched eight new models as part sheet and acéess to information.services via 
) ; national and international networks. A number of 
of its strategy of being a leader in technology and lateliieesen vias? Bia’ Gonaisinnd ‘edie a uals 
price/performance. search process whereby a user can define a 
search profile and automatically receive on his 
workstation any new literature which is relevant. 
Commodore’s products were selected for this 
advanced installation for their outstanding capabil- 


ities and price/performance. 


Commodore's range of state-of-the-art PC compatibles includes a 386SX-25 and 486DxX-33. 
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The needs for data sharing and communi- 
cations have placed new demands on suppliers 
of PCs. Commodore’s approach in this area is 
to supply and support key strategic Local Area 
Networking (LAN) products and services. Com- 
modore’s Networking Division has a group of 
LAN specialists who provide comprehensive 
technical and sales support to industry standard 
products such as those of Novell NetWare, 
UNIX and TCP/IP. Commodore’s PCs are eval- 
uated rigorously to ensure that they are certi- 
fied for use with a number of the important 
standard products. For example, Commodore is 
one of the few PC manufacturers which is per- 
mitted to undertake in-house Novell certifica- 
tion and approval of PCs. This will ensure 
increased user awareness of the suitability of 
Commodore PCs for use in network environ- 


ments. 


U.K. Travel Agency 


A major U.K, travel agency selected €om- 
modore to: supply 1,000 386SX machines for 
over 200 branches. The Commodore PC 
demonstrated an outstanding price/perfor- 
mance and was supplied with pre-installed net- 


work products. Commodore aisa provided 


support with an in-house experienced team of 
Novell-trained engineers. The PCs at 50 larger 
branches were connected in a fecal area net- 
work based on Novell's NetWare operating sys- 
tem. The PCs were used to improve the 
performance ‘and reliability of the on-line book- 
ing services and administrative point-of-sale 
-systems of the travel agency. 


One of the new products which the Com- 
modore Networking Division has developed 
for the PC market is the ETHER PLUS Series 
of Ethernet LAN adapters for the professional 
LAN user. These cards are competitively priced 
while providing superior quality and 


compatibility. 


From Commodore’s ETHER PLUS Series, the ETHER-S PLUS 
meets the specific demands of networked Commodore PCs. 


ComMMODORE 64 


ineteen ninety-two represents the tenth 

year that Commodore has marketed the 

8-bit C64. To date, over 12 million units 
of the C64 have been sold. It is an ideal entry 
level color computer for entertainment, education 
and home/office. With a software library of more 
than 10,000 published titles, the continuing 
demand for the C64 reflects its excellent price/ 


performance value. 


One of the reasons for the success of the 
C64 is Commodore’s marketing campaigns 
which highlight the computer’s color, graphics 
and animation capabilities. A very successful 
European promotion this year was the Termina- 
tor 2 bundle which included action-packed soft- 


ware as a tie-in with the hit movie. 


The Commodore C64 is a popular entry-level color 
computer for home and education. 
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MANAGEMENT 


FinANCITAL CONDITION 


s DISCUSSION 
AND 


AND ANALYS!S OF 
RESULTS OF OPERATIONS 


Commodore International Limited and Subsidiaries 


This review should be read in conjunction with 
the consolidated financial statements and related 
notes beginning on page 17 of this annual report. 


Sales 


Commodore’s net sales decreased 13% in fiscal 
1992 to $911 million compared with $1,047 mil- 
lion in fiscal 1991 and $887 in fiscal 1990. The 
decline in fiscal 1992 occurred during the last six 
months of the year primarily due to economic soft- 
ness throughout the European consumer markets, 

The Amiga product line, including CDTV, has 
steadily increased to 63% of net sales in fiscal 
1992 compared with 56% in fiscal 1991 and 53% 
in fiscal 1990. Unit sales of Amiga computers 
increased 17% in fiscal 1992 to slightly over 
1 million units. This increase is attributed to 
the introduction of the Amiga 600 and increased 
demand for the Professional Amiga 3000. Unit 
sales of Amiga computers increased 38% in fiscal 
1991 and 26% in fiscal 1990. Although unit sales 
of Amiga computers increased in fiscal 1992, net 
sales declined 1% due to a significant decrease in 
sales of peripherals, such as monitors, and pricing 
reductions. Revenues of the Amiga product line 
increased by 23% in fiscal 1991 and 11% in 
fiscal 1990. 

MS-DOS PC compatible products contributed 
24% of net sales in fiscal 1992 compared with 
28% in fiscal 1991 and 29% in fiscal 1990. As a 
result of the discontinuation of low-end XT and 
AT PGs, unit sales declined 23% in fiscal 1992 
and revenues declined a similar amount. In fiscal 
1991, unit sales declined 3% but revenues 
increased 14% due to a shift to higher-end prod- 
ucts. In fiscal 1990, unit sales declined 9% while 
revenues increased 14%. 

In fiscal 1992, C64 unit sales declined 21% to 
slightly more than 650,000 units compared with 
over 800,000 units in fiscal 1991. Due to contin- 
ued price reductions, revenues decreased 34% in 
fiscal 1992 and C64 products accounted for 13% 
of total revenues compared with 16% in fiscal 
1991 and 18% in fiscal 1990. Revenues from C64 
products increased 4% in fiscal 1991 due to a unit 
sales increase of approximately 100,000 units off 
set by price reductions. Revenues from C64 prod- 
ucts decreased 45% in fiscal 1990 due to a unit 
sales decrease of approximately 300,000 units. 
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Geographically, European markets accounted 
for 88% of net sales in fiscal 1992 compared with 
84% in fiscal 1991 and 75% in fiscal 1990. How- 
ever, European sales decreased 10% in fiscal 1992 
compared with an increase of 33% in fiscal 1991 
and 2% in fiscal 1990. North American sales con- 
tinued to decline in fiscal 1992 and accounted for 
8% of sales compared with 11% in fiscal 1991 
and 18% in fiscal 1990. Australia/Asia sales also 
continued to decline in fiscal 1992 and accounted 
for 4% of sales compared with 5% in fiscal 1991 
and 7% in fiscal 1990. 

The U.S. dollar fluctuated in relation to Euro- 
pean currencies during fiscal 1992 with a mixed 
impact on reported sales. The effect of currency 
movements decreased reported sales during the 
first two quarters of fiscal 1992 and increased 
reported sales during the fourth quarter, with only 
a nominal impact on sales for the third quarter. 
The dollar value of sales for fiscal 1992 would 
have been approximately $25 million higher if 
prior year exchange rates had been in effect. In 
fiscal 1991, the effect of currency movements 
increased reported sales during the first three quar- 
ters but decreased reported sales during the fourth 
quarter. The dollar value of sales for fiscal 1991 
would have been approximately $94 million 
lower if prior year exchange rates had been in 
effect. In fiscal 1990, the fluctuation of the U.S. 
dollar versus European currencies had an unfavor- 
able impact on reported sales during the first two 
quarters but increased reported sales during the 
last two quarters. The dollar value of sales for fis- 
cal 1990 would have been approximately $8 mil- 
lion lower if 1989 exchange rates had been in 
effect. Since a substantial portion of the Com- - 
pany’s sales are denominated in European curren- 
cies, reported U.S. dollar sales will continue to be 
affected by the strengthening or weakening of the 
U.S. dollar versus European currencies. The strong 
sales and profits in the second quarter of each 
year reflect the seasonal impact of Christmas. 


Profitability 


Gross profit was $246 million or 27% of net 
sales in fiscal 1992 compared with $333 million or 
32% of net sales in fiscal 1991 and $259 million 
or 29% of net sales in fiscal 1990. The decrease 
in gross margin in fiscal 1992 was due primarily 
to lower prices for MS-DOS PC compatibles and 
unfavorable effects of foreign currency exchange 
rate fluctuations. The increase in gross margin in 
fiscal 1991 was primarily attributable to the 
favorable effects of foreign currency exchange 
rate fluctuations. The future effects of foreign 
currency exchange rate fluctuations on gross 
margins are uncertain. 

Operating expenses in fiscal 1992 totalled 
$215 million or 24% of net sales, compared with 
$259 million or 25% of net sales in fiscal 1991 and 
$252 million or 28% of net sales in fiscal 1990. 
In fiscal 1992, operating expenses were tightly con- 
trolled and declined 17% compared with a sales 
decline of 13%. In fiscal 1991, operating expenses 
were also tightly controlled and increased only 
3% compared with a sales increase of 18%. Selling 
and marketing expenses decreased 21% in fiscal 
1992 to $137 million compared with $174 million 
in fiscal 1991 and $176 million in fiscal 1990. 
General and administrative expenses decreased 
2% in fiscal 1992 to $52 million compared 
with $54 million in fiscal 1991 and $48 million in 
fiscal 1990. Research and development expenses 
decreased 18% in fiscal 1992 to $26 million from 
$31 million in fiscal 1991 and $28 million in fis- 
cal 1990. © 

Net interest expense was $15 million in fiscal 
1992 and 1991 compared with $13 million in fis- 
cal 1990. Other income, net in fiscal 1992 was 
$9 million, primarily reflecting $14 million in net 
gains from the sale of certain properties and 
investments, reduced by other expenses of $5 mil- 
lion. Other expense was $6 million in fiscal 1991 
and $3 million in fiscal 1990. 

As a result of the above factors, pre-tax income 
was $26 million in fiscal 1992 compared with 
$52 million in fiscal 1991 and a pre-tax loss of 
$8.5 million in fiscal 1990. In fiscal 1992, there was 
a net income tax benefit of $2 million compared 
with a benefit of $5 million in fiscal 1991 and 
$10 million in fiscal 1990 as a result of the reduc- 
tion of certain income tax accruals no longer. 
needed to meet certain tax contingencies. 


In fiscal 1992, income before extraordinary 
item was $28 million, or $0.82 per share, com- 
pared with $57 million, or $1.73 per share, in 
fiscal 1991 and $1.5 million, or $.05 per share, in 
fiscal 1990. In fiscal 1991, there was an extraordi- 
nary charge of $9 million, or $.28 per share, for 
the court settlement of litigation. Net income for fis- 
cal 1992 was $28 million, or $.82 per share, com- 
pared with $48 million, or $1.45 per share, in 
fiscal 1991, and $1.5 million, or $.05 per share, in 
fiscal 1990. 


Liquidity and Capital Resources 


The Company’s cash position at 30 June 1992 
was $65 million, the same level as the prior year. 
In January 1992, the Company redeemed $66 mil- 
lion of seven-year Deutsche Mark debentures 
which had matured. In March 1992, the Com- 
pany repaid $25 million of senior and subordi- 
nated notes as scheduled. During fiscal 1992 
short-term bank borrowings were increased by 
$54 million to $68 million at 30 June 1992. Capi- 
tal expenditures were $25 million in fiscal 1992 
and $28 million in fiscal 1991. The major capital 
additions in fiscal 1992 included a new manufac- 
turing facility in the Philippines, surface mount 
manufacturing equipment, tooling for new prod- 
ucts and progress payments for the new facility 
in Germany. 

Working capital at 30 June 1992 was $279 mil- 
lion compared with $256 million the prior 
year, reflecting a decline in inventories and an 
increase in accounts receivable. Total share- 
holders’ equity increased to $325 million at 
30 June 1992 from $290 million in the prior 
year. The Company anticipates that cash gener- 
ated from operations, working capital improve- 
ments from the reduction of accounts receivable 
and inventories, existing cash balances, current 
borrowing capabilities and refinancing opportu- 
nities should be sufficient to meet future cash 
requirements, 


Five-YEAR COMPARISON OF SELECTED FINANCIAL DATA. 


Commodore International Limited and Subsidiaries 
(In Thousands of Dollars, Except Per Share Amounts) 


Year Ended 30 June - iy it yge2. *. 199% 1990. 1999 i988 


Net sales Lay. $911, 000 $1,047,200 $887,300 $939,700 $871,100 
Bs a SS 
Gross profit (1) ” Sul es eS RO. 332,700: ” 259,000. ” 290,300. ~ - 272,100 
Operating expenses 215,000 259,300 Bot 200 211,000 184,100 
Interest expense, net 14,700 15,400 12,800 13,300 16,900 


Other (income) expense, net (2). < (8,800) _ 7 SA. 2500-2.” 5,400" - 3,500 
Wa ye 220,900". _ 280,100 267,500... 229,700. "204,500. 


Income (loss) before income taxes and 
extraordinary item _ 25,400 52,600 (8,500) 60,600 67,600 
Income tax provision (benefit) = * (2,200) (4, $00} (10,000) 10, 500 = 19 5400 


Income before extraordinary ie item . 27, 600 37,400 1,500. aa 100 _ 48,200 

Extraordinary. item (3); (4)! Pay ea ie [ae t s Q, 260) ete A: ae, 1,200." < EB; you”. 
Net income ; $27,600 $ 48,200 $ 1,500 $ 51 300 $ 55,800 

Ne rr ee tac een ene en Ne enna ReaD 
Per share data: 

Income before extraordinary item $ 0.82 $ 173 Sw OOS oe LS 5 Sah 51. 

Extraordinary item (3), (4) Ss (0.28) => 0.04 0,24 
Net income $ 082 $ L451 5S 20105) WO. 159 Ss eS 

SEE EE oe EEE Eee eee 
Weighted average shares 33,593 33,163 32,388 32,354 31,768 

Financial Position—30 June . 

Current assets $539,000 $ 521,000 $557,000 $547,900 $495,100 

Current liabilities 260,400 264,900 ' 238,900 228,900 246,400 

Working capital 278,600 256,100 318,100 319,000 248,700 

Total assets 647,100 626,400 649,200 630,300 578,500 

Long-term debt 60,300 71,000 156,500 158,800 130,000 

Total debt 157,600° 166,200 195,400 195,400 176,500 

Shareholders’ equity 325,000 289,700 252,900 240,300 200,300 

Cee ee scence ee eee eee eee eee eee eee oe i a TEE 


(1) Includes foreign currency transaction gains and losses related to revenue hedging transactions. See Note 1 to 
consolidated financial statements. 

(2) Fiscal 1992 includes net gains from the sale of certain properties. 

(3} Fiscal 1988-1989, tax benefit of net operating loss carryforwards. 

(4) Fiscal 1991, court settlement of certain litigation. See Note 9 to consolidated financial statements. 


Co x. sot LAT £D. s. r ’ ne we wer # ord WC OME 


Commodore International Limited and eiacabee? 
(In Thousands of Dollars, Except Per Share Amounts) 


Year Ended 30fune 2°20 3° gn 9990 
Net sales $911,000 $1,047,200 $887,300 
Cost of sales be ee See 2 aa oe ae eee 714,500. PY 


Selling and marketing = Ai 136,900 oe 300 "176,700 


General and administrative 52,400 53,600 47,800 
Reseatch and.deyelopment ee 25,700. 34,400 + 27,700 
Total operating expenses Dee ae ae - 215,000 259,300 . 252;200° 
Operating income 31,300 73,400 | 6,800 
Interest expense, net of interest income of $3,100, $4,800 and . 
$8,700, respectively 14,700 «15,400 12,800 
Other (income} expense, nee cet Met as, . 8, 800} ~ .$,400. | -- 2,500 
Income (loss) before income taxes and extraordinary i item 25,400 52,600 (8,500) 
Income tax.(beriefit) -, .- .. oo 200) (4,800) - (10,000) 
Income before extraordinary item 27,600 57,400 1,500 
Extraordinary item is" _ __ (9,200) ne 
Net income $ 27,600 $ 48,200 $ 1,500 
EEE eae earn cca aeaee eee ee ee ae TEE II NADIE LIAS BE 
Per share data: 
Income before extraordinary item $ 0.82 $ B738 S23) VHS 
Extraordinary item ee _ (0.28) _ 
Net income : : Sh OL S2a 1.45 $ 0.05 
= a re DR a 


The accompanying notes are an integral part of these statements. 


a 


“CONSOLIDATED BALANCE SHEETS 


Caetbioke iitipdatiomal Lass as Subsidiaries 


(In Thousands of Dollars) 
z : f 30 June 30 June 
: 3 _ 1992 1991 

Assets : 
Current Assets: 
Cash and cash equivalents $ 65,500 $ 64,500 
Accounts receivable, net of allowances for doubtful accounts of $19,800 and 

$18,400, respectively 258,400 229,700 
Inventories — 204,400 219,600 
Other current assets : “ cm 10,700 ae 200) 
Totabepttent assets =) soo ("2 ye EE ee Sw ints a 3 eg = 589000. __ 521,000 
Property and equipment; eh, 6a . : ee 5a = ~~ $83,600 "177,200 


ce (93500) (94,300) 
. 90,100 85,900 
Other assets . . 18,000 19,500 

$647, aks $626, a 


Liabilities and Shareholders’ aS 


Accumulated, dép rreciation and | amortization’ 


Current Liabitities: . ss. ; ~ a 

Bank debt | $ 67,800 $ 13,800 
Current portion of long-term debt 29,500 81,400 
Accounts payable 120,200 =119,300 
Accrued liabilities Fi : 42,900 _ 50,400 
Total current liabilities } : 260,4 400 __ 264,900 
Long-term debt ; ie 60,300, 71,000 
Deferred i income taxes and other ee ee x / Be vs 0 8 a = %: = * oa en Ie. ‘ | 1 400° if 800 


Commitments: and contingericies ~e pe 


Shareholders’ Equity: 
Capital stock, $.01 par value 
Authorized 90,000,000 shares 


Issued 33,807,079 and 33,425,731 shares, respectively 300 300 
Contributed surplus 46,700 44,200 
Retained earnings : 292,900 265,300 
Comulative translation adjustment 2 _ (9,400). (12,500) 
Unearned compensation aces Pte Tae eo eee = (6 200 
‘Treasury stock ~- 769,847 and d 750,347 shares ae me ost. -.. +, 4,600) (1,400) 


Total shareholders’ equity 0 325,000 289,700 
$647,100 $626,400 


. The accompanying notes are an integral part of these statements. 


CONSOLIDATED STATEMENTS. oEqeury 


OF Ss WA n eH OLD ER 8 hi 


Commodore International Limited and Subsidiaries 


(In Thousands of Dollars) 
Cumulative 
Capital Contributed Retained Translation Unearned Treasury 

Se _--° Stock. " Surplus Earnings Adjustment ‘Compensation. Stock... Total. 
Balance, 30 June 1989 $300 $33,300 $220,100 $(11,400) $(1,100) $ (900) $240,300 
Net income = — 1,500 _ _— - 1,500 
Foreign currency 

translation adjustments 

for year - — — 9,500 — _ 9,500 
Issuance of shares to 

officers as compensation = 7,100 — ~ (7,100) — 0 
Amortization of unearned 

compensation = — — — 1,700 od 1,700. 
Exercise of employee stock 

options — 100 - aa — — 100 
Purchase-of treasury stock ee 200) - = (200) - 
Balance, 30 June 1990 300 40,500 221,600 (1,900) (6,500) (1,100) 252,900 
Net income - — 48,200 - - — 48,200 
Foreign currericy 

translation adjustments : 

for year — _ — (10,600) _ — (10,600) 
Repurchase of warrants — _ (4,500) — _ - (4,500) 
Issuance of shares to an . 

officer as compensation - 2,100 = —_ (2,100) — 0 
Amortization of unearned 

compensation — - = - 2,400 — 2,400 
Exercise of employee stock 

options _ 1,600 _ — = — 1,600 
Purchase of treasury.stock, 0) me ee (300) (300) 


265,300 = (12,500) (6,200) (1,400) 289,700 


Balance, 30 June 1991 300 44,200 
Net income — — 27,600 oo — — 27,600 
Foreign currency 

translation adjustments 

for year _ _ - - 3,100 _ ~ 3,100 
Amortization of unearned 

compensation — — — — 2,300 — 2,300 
Exercise of employee stock 

options — 2,500 _ - _ = 2,500 
Purchase of treasury'stock © = = ee 200) (2000) 
Balance, 30 June 1992 $300 $46,700 $292,900 $ (9,400) $(3,900) $(1,600) $325,000 


The accompanying notes are an integral part of these statements. 


19 


CONSOLIDATED STATEMENTS OF 


CasH FLOWS 


Commodore International Limited and Subsidiaries 
(In Thousands of Dollars) 


Year Ended 30 June 1992 19D, 1990 
Cash Flows from Operating Activities: 
Net income $ 27,600 $48,200 $ 1,500 
Adjustments to reconcile net income to net cash provided 
by (used for) operating activities: 
Depreciation and amortization 25,200 21,600 14,800 
Deferred income taxes (100) (100) (1,600) 
Provision for doubtful accounts receivable 4,600 7,300 2,500 
(Gain) on property dispositions (7,600) _ _ 
(Gain) on investment dispositions (6,700) _ ~ 
Other noncash items (500) 300 900 
Changes in assets and liabilities: 
(Increase) in accounts receivable (4,700) (20,000) (33,200 
Decrease in inventories 14,800 18,000 14,300 
(Increase) decrease in other current assets (2,200) 1,000 (1,500 
Increase (decrease) in accounts payable (6,200) 100 22,300 
(Decrease) in accrued liabilities (11,700) (24,500) (22,900 
Net cash provided by (used for) operating activities 32,500 51,900 (2,900 
Cash Flows from Investing Activities: 
Capital expenditures (25,100) (27,900) - (18,600 
Cash received on property dispositions 13,600 = — 
Cash received on investment dispositions 7,200 ~ _ 
Other investment activities (7,500) (7,600 (4,900 
Net cash (used for) investing activities (41,800) (35,500 (23,500 
Cash Flows from Financing Activities: 
Net short-term borrowings (repayments) 53,100 (11,700 1,200 
Proceeds from issuance of common stock 2,500 1,600 100 
Purchase of treasury stock (200) (300) (200) 
Repurchase of warrants — (4,500 - 
Proceeds from issuance of long-term debt 18,700 — 1,600 
(Payments) of long-term debt (93,100) (13,300) (14,400) 
Net cash (used for) financing activities (19,000) (28,200) (11,700) 
Effect of exchange rate changes on cash and cash equivalents (700) (2,100) 2,400 
Net increase (decrease) in cash and cash equivalents 1,000 (13,900) (35,700) 
Cash and cash equivalents — beginning of year 64,500 78,400 114,100 


Cash and cash equivalents— end of year 


Supplemental disclosures of cash flow information: 
Cash paid during the year for: 
Interest 
Income taxes 
Non-cash financing transaction: 


$ 65,500 $64,500 $ 78,400 


$ 18,500 $22,700 $ 20,100 


7,000 


Issuance of 120,000 and 650,000 shares of restricted common 
stock, in fiscal 1991 and 1990 respectively, pursuant to stock 


incentive plan 
Unearned compensation recorded from above transactions 


The accompanying notes are an integral part of these statements. 
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6,600 


2,100 


(2,100) 


6,500 


7,100 
(7,100) 


— << 


NOTES FO CONSOLIDATED FIN ANGLAL SEATE™M, 


Commodore International Limited and Subsidiaries 
30 June 1992 


1, Summary of Accounting Policies 


Commodore International Limited is incorporated in the Bahamas. The consolidated financial state- 
ments of Commodore International Limited and Subsidiaries (the Company) have been prepared in 
accordance with accounting principles generally accepted in the United States. Within those principles, 
the Company’s more important accounting policies are set forth below. 


Principles of Consolidation 
The consolidated financial statements include the accounts of all majority-owned subsidiaries. All sig- 
nificant intercompany transactions have been eliminated. 


Translation of Non-U.S. Currencies 

Assets and liabilities recorded in functional currencies other than U.S. dollars are translated at current 
exchange rates. The resulting adjustments are charged or credited directly to cumulative translation adjust- 
ment in the shareholders’ equity section of the consolidated balance sheets, Sales and expenses are trans- 
lated at the weighted average exchange rates for the period. Foreign currency transaction gains and losses 
are included in income in the period in which they occur. Foreign currency transaction gains (losses) were 
$16.5 million, $(10.2) million and $24.6 million for fiscal 1992, 1991 and‘1990, respectively. Certain for- 
eign currency denominated intercompany balances have been designated as long-term, reducing foreign 
currency transaction losses by $6.3 million in the fourth quarter of fiscal 1991. 


Cash and Cash Equivalents 
The Company has included cash, overnight deposits and time deposits with maturities less than 91 days 
as cash and cash equivalents. ; 


Accounts Receivable 
At 30 June 1992 and 1991, a majority of the trade accounts receivable were due from distributors and 
dealers within the personal computer industry. 


Inventories 

Inventories are stated at the lower of cost (first-in, first-out) or market, and include material, labor and 
overhead. Intercompany profits are eliminated from inventory valuations. Inventories consisted of the 
following (000s omitted): 


30 June 
1992 1991 
Raw materials and work-in-process $ 76,300 $ 93,800 
Finished goods 128,100 125,800 


$204,400 $219,600 


Property and Equipment 
Major classes of property and equipment were as follows (000s omitted): 


= 


30 June Estimated 


Useful 
Description 1992 1991 Lives 
Land $ 1,600 $ 3,100 
Buildings and improvements 42,700 35,800 10—40 years 
Machinery and equipment 102,000 102,400 310 years 
Furniture and fixtures 13,900 14,200 3-10 years 
Tooling 8,100 4,800 2-3 years 
i _ 15,300 16,900. ‘Lease Term 


Leasehold.improvements’~ . 
E $183,600 $177,200 
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NoTES TO CONSOLIDATED FINANCIAL STATEMENTS 


Commodore International Limited and Subsidiaries 
30 June 1992 


Depreciation has been provided over the estimated useful lives of the assets using primarily the 
straight-line method. Expenditures for additions, renewals and betterments are capitalized. Maintenance 
and repairs are expensed as incurred. Upon sale or other disposition, the applicable amounts of asset cost 
and accumulated depreciation are removed from the accounts and the net amount, less proceeds from 
disposal, is charged or credited to income. 


Income Taxes 

The Company and its subsidiaries provide taxes on income in accordance with the enacted tax rules 
and regulations of the many taxing jurisdictions where the income is earned. The income tax rates 
imposed by these taxing jurisdictions vary substantially. Taxable income may differ from pretax income 
for financial accounting purposes. Deferred taxes are based on the estimated future tax effects of differ- 
ences between the financial statements and tax bases of assets and liabilities. The Company does not 
provide income taxes on undistributed earnings of foreign subsidiaries which are permanently reinvested. 

Investment credits and other allowances provided by income tax laws of respective countries are cred- 
ited to current income tax expense under the flow-through method of accounting. 

Effective 1 July 1991, the Company implemented the provisions of Statement of Financial Accounting 
Standards (Statement) No. 109, “Accounting for Income Taxes.” Statement No. 109 utilizes the liability 
method of accounting for income taxes. The effect of adopting Statement No. 109 was not significant. 


Revenue Recognition 

Sales are recognized when products are shipped or title is transferred to the customer, net of 
allowances for estimated returns and discounts. Anticipated warranty costs are provided in the same 
period in which the corresponding revenues are generated. 


Research and Development Costs 
The Company expenses research and development costs as incurred. 


Foreign Exchange Contracts 

The Company periodically enters into foreign exchange contracts to hedge financial statement amounts 
denominated in foreign currencies. Gains and losses related to contracts which hedge future revenues are 
included in net sales. Gains and losses on contracts which hedge against certain payables denominated in 
foreign currencies offset the foreign currency transaction gains or losses on those payables. Gains and 
losses arising from foreign exchange contracts which are designated as, and are effective as, economic 
hedges of the Company’s net foreign investments are reported as translation adjustments. In the fourth 
quarter of 1992, $5.7 million of such losses were recorded as translation adjustments. At 30 June 1992, 
the Company had contracts maturing through 31 December 1992 to sell $85 million of German Deutsche 
Marks and $35 million of British Pounds Sterling and contracts maturing through 20 August 1992 to 
purchase $12 million of Japanese Yen. 


Per Share Data 

Per share data are calculated using the weighted average number of shares of capital stock and dilutive 
capital stock equivalents (stock options and warrants) outstanding during each year. The weighted aver- 
age number of shares used to compute earnings per share was 33,593,000, 33,163,000 and 32,388,000 
in 1992, 1991 and 1990, respectively. Net income per share is equivalent to fully diluted earnings per share. 


Reclassifications 
Certain 1991 financial statement amounts have been reclassified to conform with the 1992 presentation. 
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2. Income Taxes 


The income tax provision (benefit) consisted of the following (000s omitted): 


1992 1991 1990 


Current: 

U.S. Federal $ $ — — § (4,500) 
Non-U.S, and other <i ee” Loe me. (2,200). (4,700). (3,900) 
Sobtetal ok OO 64:00). (A 
Deferred: 

USS. Federal = = = 
Non-US. and other Sails ae St eg ie ae , : ite : me {2 (200) ~ => (1,600) 


Subtotal E - h - (100) (1,600) 
Total $(2,200) $(4, 800) —$(10,000) 
EE 


Non-US. earnings (losses) before income taxes amounted to $44 million, $70 million and $(7) million 
in fiscal 1992, 1991 and 1990, respectively. In fiscal 1991 and 1990 the deferred tax benefits related pri- 
marily to the reversal of previously provided deferred taxes. 

The Company and its subsidiaries are engaged in business in countries with statutory rates ranging 
from zero to approximately 60%. As a result, the Company’s effective tax rate may vary year to year 
depending upon the operating results of individual subsidiaries. In fiscal 1992, 1991 and 1990, exclusive 
of the adjustments described below, the Company’s effective tax rate was zero, 6% and zero, respec- 
tively, due to operating losses in certain countries with high tax rates (without currently recoverable tax 
benefits) and income in countries with low or zero statutory rates. 

Certain of the Company’s non-U.S. subsidiaries are undergoing audits by hide respective tax authori- 
ties for various fiscal years. In fiscal 1992, the Company resolved tax disputes in the U.S. for the fiscal 
years 1981 through 1986 and in Italy for the fiscal years 1982 through 1990. In Japan, the Company is 
seeking a refund of taxes paid in fiscal years 1982 through 1984. 

In the fourth quarters of fiscal 1992, 1991 and 1990, after consultation with tax counsel concerning the 
likely outcome of certain tax audits and litigation, the Company reduced by $3 million, $8 million and 
$10 million, respectively, income tax accruals no longer considered necessary to meet the probable lia- 
bilities in those proceedings. 

As of 30 June 1992, the Company’s U.S. subsidiaries have net operating loss carryforwards of approx- 
imately $100 million which expire at various dates through 2006. Certain of the Company’s non-U.S. 
subsidiaries have net operating loss cartyforwards of approximately $97 million, net of $7 million uti- 
lized in fiscal 1992, which expire at various dates through 2001. 


3. Bank Debt 


The Company and its subsidiaries had short-term bank borrowings and overdraft facilities in use of 
$67.8 million at 30 June 1992, at an average interest rate of 8.6% (1991—11.2%; 1990 —12.7%). The 
maximum month-end short-term borrowings during fiscal 1992 were $67.8 million (1991—$26.6 mil- 
lion; 1990 —$26.8 million). The average month-end short-term borrowings outstanding during fiscal 
1992 were $28.5 million (1991—$17.4 million; 1990--$22 million) at a weighted average interest rate of 
9.8% (1991—12.7%; 1990 —13.6%}. 

As of 30 June 1992, the Company had unused short-term lines of credit of $22.8 million available in 
various currencies which permit borrowings at floating rates which vary from country to country 
depending upon local conditions. In certain countries under various informal and unrestricted arrange- 
ments, the Company maintains compensating balances to support credit facilities and services. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


Commodore International Limited and Subsidiaries 
30 June 1992 


4. Long-Term Debt 


(000s omitted) 30 June 
1992 199 
Senior notes, 11.0% due through March 1993 $ 5,000 $ 10,000 
Senior notes, 10.75% due through March 1995 37,500 50,000 
Subordinated notes, 12.0% due through March 1994 16,000 24,000 
Deutsche Mark debentures _ 55,200 
Secured equipment loans, 7.52% to 9.59%, due through 2001 15,800 — 
Real estate mortgages, 7.25% to 17.0% due through 2006 5,800 3,200 
Capitalized lease obligations averaging 12.4% (1991—12.5%) due through 2020 9,700 10,000 
89,800 152,400 
Current Portion (29,500) (81,400) 


$ 60,300 $ 71,000 


In May 1987, the Company issued $20 million of senior notes and $40 million of subordinated notes 
with warrants to purchase 2,250,000 shares of capital stock to an insurance company. The warrants are 
exercisable at $11.40 per share until March 1994. The Company repurchased 750,000 warrants in March 
1989 for $4.5 million and an additional 750,000 warrants in April 1991 for $4.5 million. In August 
1988, the Company issued an additional $50 million of senior notes to two insurance companies. 

The senior and subordinated note agreements contain various covenants which, among others, provide 
for the maintenance of a minimum level of net worth and contain restrictions on the amount of dividends 
which may be declared or paid. Under the terms of the agreements, dividends are restricted to 50% of 
consolidated net earnings subsequent to 1 January, 1989 as defined. 

Approximate annual maturities of long-term debt as of 30 June 1992 are as follows (000s omitted): 


1993 $29,500 
1994 23,800 
D5 14,500 
1996 1,900 
1OS7 1,300 
Later Years 18,800 

$89,800 


5. Capital Stock 


As of 30 June 1992, the following shares of capital stock were reserved for future issuance: 


Stock Incentive Plan 3,979,063 
Warrants (See Note 4) 750,000 
SS SSS SS SS “$$ SSS SS SS SSE SS SSS SSS SSS SS SS SS SSS es 


The Stock Incentive Plan for Key Employees provides for certain key employees to receive grants or 
options to purchase up to 6,000,000 shares of the Company’s capital stock. Although the Plan allows 
for non-qualified stock options to be granted at a price below the market value, all options have been 
granted at the fair market value at the date of grant except for options for 300,000 shares, granted to 
an officer at a price of $7.25, which was below the fair market value at the date of the grant. Options 
granted under the Plan expire ten years from the date of grant and outstanding options granted before 
1 January 1989 are exercisable in annual increments of 3343% beginning one year from the date of grant. 
Options granted after 31 December 1988 are exercisable in annual increments of 25% beginning one year 
from date of the grant. As of 30 June 1992, options were held by 78 employees and range in exercise 
price from $5.75 to $15.625. These options expire on various dates from February 1996 to May 2002. 
Options for 666,000 shares were exercisable as of 30 June 1992. Option activity during 1991 and 1992 
was as follows: 


Number Average 
of Price Per 
Shares. . Share 


1,840,518 $ 9.22 


Outstanding as of 30 June 1990 


Granted J 899,833 6.32 
Exercised (213,595) 7 oS, 
Cancelled ‘ * ms, m(935 324) — S105 2. 
Outstanding as of 30 June 1991 1,591,432 $ 6.98 
Granted ~) 2735000 12.75 
Exercised (365,000) 6.43 


Cancelled . oe, og me 
Outstanding as of 30 June 1992 ; 1,268,091 $ 8.25 
[a ee ee EEE SE EES eee > 


In fiscal 1990 a total of 650,000 shares of restricted capital stock were granted to two officers at a 
price of $6,500 or $.01 per share. Restrictions on the shares lapse at the rate of 20% per year beginning 
in August 1990 for 350,000 shares and at the rate of 20% in each year January 1991 through January 
1994 for 300,000 shares. In fiscal 1991, 120,000 shares were granted to an officer at a price of $1,200 or 
$0.01 per share, Restrictions on the shares lapse at a rate of 333% per year beginning January 1992. If 
the officers leave the Company due to a merger or another change of control, all remaining restrictions 
lapse immediately. The difference between the grant price and the fair market value at the date of the 
grants has been recorded as unearned compensation in the consolidated balance sheets and is being 
amortized by a charge to earnings over the vesting period. 

When options are exercised, the proceeds, including any applicable income tax benefit, are credited to 
capital stock and contributed surplus. 


6. Leases 


The Company leases certain machinery and equipment, manufacturing facilities, warehouses and 
administrative offices with terms expiring at various dates to 2020. Typically, the Company pays prop- 
erty taxes, insurance and maintenance expenses related to the leased property. The gross cost of property 
included under capital leases as of 30 June 1992 and 1991 was $10.4 million and $10.5 million, respec- 
tively. The related accumulated amortization as of 30 June 1992 and 1991 was $3.0 million and $2.3 mil- 
lion, respectively. Amortization expense of property under capital leases was $.7 million in 1992, 
$.5 million in 1991 and $.7 million in 1990. Fotal rental expense under operating leases was $8.8 mil- 
lion in 1992, $8.2 million in 1991 and $7.5 million in 1990. 

Minimum future obligations under leases as of 30 June 1992 are as follows (000s omitted): 


Capital Operating 


; Leases Leases 
1993 . $ 1,600  $ 8,400 
1994 1,400 6,900 
2995 1,400 4,700 
1996 1,400 3,800 
1997 1,100 3,400 
Later Years £2 25,200 8,900 
Total minimum obligations : $ 32,100 $36,100 
Amounts representing interest phe 6. "s (22,400) ay a 
Present value of net minimum obligations : $ 9,700 _ 
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NOTES TO CONSOLIDATED 


FINANCIAL 


STATEMENTS 


Commodore International Limited and Subsidiaries 
30 June 1992 


7. Geographic Segment Information 


North Asia/ 
(In Thousands of Dollars) America ‘Europe Australia  Eliminations Consolidated 
1992 
Sales to unaffiliated customers $ 76,900 $ 798,500 $ 35,600 $ — $ 911,000 
Intersegment sales 64,800 294,200 586,400 (945,400) _ 
Net sales 141,700 1,092,700 622,000 (945,400) 911,000 
Income (loss) from operations (6,100) 31,400 (100) 6,100 31,300 
Interest expense, net (14,700) 
Other income, net 8,800 
Income before income taxes 25,400 
Identifiable assets 103,300 451,800 98,100 (6,100) 647,100 
Depreciation expense 7,800 6,600 3,300 = 17,700 
Capital expenditures 5,900 5,900 13,300 —_ 25,100 
1991 
Sales to unaffiliated customers $110,100 $ 883,100 $ 54,000 $ — $1,047,200 
Intersegment sales 82,700 454,800 711,100 (1,248,600) = 
Net sales 192,800 1,337,900 765,100 (1,248,600) 1,047,200 
Income (loss) from operations (24,700) 74,400 (800) 24,500 73,400 
Interest expense, net (15,400) 
Other expense, net (5,400) 
Income before income taxes 52,600 
Identifiable assets 137,000 414,400 87,100 (12,100) 626,400 
Depreciation expense 7,600 6,600 3,400 _ 17,600 
Capital expenditures 16,900 8,600 2,400 — 27,900 
1990 
Sales to unaffiliated customers $163,500 $ 662,800 $ 61,000 § _ $ 887,300 
Intersegment sales 95,600 442,200 624,200 (1,162,000) -_ 
Net sales 259,100 1,105,000 685,200 (1,162,000) 887,300 
Income (loss) from operations (17,700) 28,600 2,100 (6,200) 6,800 
Interest expense, net (12,800) 
Other expense, net (2,500) 
Loss before income taxes (8,500) 
Identifiable assets 158,500 423,800 103,500 (36,600) 649,200 
Depreciation expense 6,600 4,900 3,300 = 14,800 
Capital expenditures 7,000 8,000 3,600 _ 18,600 
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8. Commitments and Contingencies 


The Company and its subsidiaries are parties to a number of lawsuits and claims, including a pur- 
ported class action suit brought in August, 1992. In the opinion of management, none of the lawsuits or 
claims will materially affect the consolidated financial position of the Company. 

The Company is subject to various laws and regulations relating to protection of the environment. The 
Company owns a semiconductor manufacturing facility. which is subject to administrative procedures of 
the US Environmental Protection Agency. As such, the Company, together with at least one and possibly 
other potentially responsible parties, is liable for-the cost of investigating and remediating the contamina- 
tion at the site. Based upon the facts currently known to the Company, such expenses as may be associ- 
ated therewith are not expected to have a material adverse effect on the consolidated financial position of 
the Company. 


9. Legal Settlement 


During the third quarter of fiscal 1991, the Company under a court order, settled a lawsuit brought by 
its former president. The suit arose from facts surrounding the former president’s employment. As a 
result of the unfavorable outcome the Company paid $9.2 million which has been. classified as an 

extraordinary charge in the accompanying consolidated statement of income. 


10. Quarterly Financial Information (unaudited) 


(000% omitted except per shoré-anmounts) “2 0 NS Se Rey 


For the Se Niele Sse 1992, First Second Third-. ‘Fourth _ | Year 
Net sales. a $204, 100. $371,600, “$194,600. $140,700. $. 911,000. 
Gross profit” | $7100", 1205600. 54,300. «14,300. ne 746,300" 
Income (loss) before income taxes 5,800 42,200 4,300 ~—-(26,900) 25,400 
Iiicome tax. provision (benefit). -.._ 1.25005". . 23100 -- 200- <(5,000)(a) ~~ = (25200). - 
Net income (loss) $5,300 $ 40,100 $ 4,100 $(21,900) $ 27,600 
Per share data: of. * ; 

fet income (loss). gc et ee oO. ee 1:16 s 0.12 $. (0.66). $0.82 (b) 
Fete Ye Ende une 195 ee: 2 le A pore ee fies 
Net sales. | Te ie ~ $200,300 $384, 100. “$246,300 “$216, 500° $1,047,200- 
Gross profie 63,200" - 435,500 © 79,700. ‘> $4,300-.° -~- 332,700". - 
Income (loss) Wes income taxes and “— ; 

extraordinary item 7,200 38,800 10,900 (4,300) 52,600 
Income.tax provision (benefit). - «200, 2,300. «=> 300... _ (7;6005(a) (4,800) 
Income before extraordinary item -. 7,000 . 36,500. 10,600 - .-3,300 57,400 
Extraordinary item > = =h\ (9,200) ~ (9,200) 
Netincome * 9°. >. $7060. $.36,500 $* 1,400 $- 3,300". -$ 48,200 


Per share data: : 
Income before extraordinary item.” =. = -$)~—0.22_ $$ 1412: $ = 0.32 -$- 010° ~.$ 51.73 (b) 
Extraordinary item ,; = — {0.28} Sf (0,28) 


Net Income 4 a2 $2 112 $- 0g4 0.10 "S145 


(a) Reflects reduction of certain income tax accruals. See Note 2. 
(b) Total for year differs from sum of quarters due to fluctuations in the stock price affecting quarterly common 
stock equivalents. . 
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS. 


To the Shareholders of Commodore International Limited: 


We have audited the accompanying consolidated balance sheets of Commodore International Limited 
(a Bahamian corporation) and subsidiaries as of 30 June 1992 and 1991, and the related consolidated 
statements of income, shareholders’ equity and cash flows for each of the three years in the period ended 
30 June 1992. These financial statements are the responsibility of the Company’s management. Our 
responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence sup- 
porting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. We believe that our audits provide a reasonable basis for 
our opinion. ; 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Commodore International Limited and subsidiaries as of 30 June 1992 and 1991, 
and the results of their operations and cash flows for each of the three years in the period ended 30 June 
1992, in conformity with generally accepted accounting principles. 


Fl then Pndesen Ao 


Philadelphia, PA 
17 August 1992 


SHAREHOLDER INFORMATION 


Capital Stock Information 


The Company’s shares are listed on the New York Stock Exchange. The high and low quarterly com- 
mon stock prices for the past two fiscal years were as follows: 


Fiscal 1992 Fiscal 1991 
Quarters High —Low High —Low 
1st - (30 September) $151/—- 101% Se = 4p 
2nd {31 December) 18 -—12% 1lhk-— 4s 
3rd (31 March) 1914-127 19%4— 83/4 
4th (30 June) 1454— 92 2132-107 


Transfer Agent and Registrar 
Chemical Bank 

P.O. Box 24935 

Church Street Station 

New York, New York 10249 


(212) 613-7147 
Shares Listed 


(Ticker Symbol CBU) 
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Shareholder Communication Center 


New York Stock Exchange 


Peewee by Coueien & Ucn, lew 


[Conromate INFORMATION 


Board of Directors 


Irving Gould 
Chairman of the Board 


Mehdi R. Ali 
President 


General Alexander M. Haig, Jr. 
President of Worldwide 

Associates, Inc. and Director of 
interneuron Pharmaceuticals, Inc., 
MGM Grand, Inc. and 

America On-Line 


Ralph D. Seligman 
Consultant Counsel 
Graham, Thompson & Company 


Burton Winberg 

President 

Rockport Holdings Limited and 
Director of Fahnestock-Viner 
Holdings Inc. and Aviva 
Petroleum Canada Ltd. 


Officers 


Irving Gould 
Chairman of the Board 
and Chief Executive Officer 


Mehdi R. Ali 
President 


Ronald B. Alexander 
Vice President and 

Chief Financial Officer 
and Secretary 


Stephen Franklin 
Vice President 


Helmut Jost 
Vice President 


Anthony D. Ricci 
Vice President and Controller 


Lewis C. Eggebrecht 
Vice President, Engineering 


J. Edward Goff 
Vice President and 
General Counsel 


Hock E. Tan 
Vice President, Finance 


U.S. Offices 


Commodore International 
Limited 

1200 Wilson Drive 

West Chester, Pennsylvania 19380 


375 Park Avenue 
Suite 2109 
New York, New York 10152 


Registered Office 


Commodore International 
Limited 

Sassoon House 

Shirley and Victoria Streets 

P.O. Box N-10256 

Nassau, Bahamas 


Operating Subsidiaries 
and Branches 


Commodore AB 
Fagerstagatan 7 
P.O. Box 8184 
$-163 08 

Spanga, Sweden 


Commodore AG 
Langenhagstrasse 1 
CH-4147 Aesch 
Switzerland 


Commodore B.V. 
Kabelweg 88 
1014 BC Amsterdam, Netherlands 


Commodore S.A. 
C/General Aranaz, 95-97 
28027 Madrid, Spain 


Commodore-Amiga, Inc. 
1200 Wilson Drive 
West Chester, Pennsylvania 19380 


Commodore 
Buromaschinen GmbH 
Lyoner Strasse 38 

Postfach 710126 

6000 Frankfurt 71 

Germany 


Ernst-Amme-Strasse 24-26 
3300 Braunschweig 
Germany 


Commodore Computer 
GmbH 

LaxenburgerstraBe 36 
A-1100 Vienna, Austria 


Commodore Business 
Machines, Inc. 

1200 Wilson Drive 

West Chester, Pennsylvania 19380 


Commodore Business 
Machines Limited 
3470 Pharmacy Avenue 
Agincourt, Ontario 
Canada, M1W3G3 
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Commodore Business 
Machines (N.Z.) Ltd. 
1-3 Parkhead Place 

Albany 

Auckland, New Zealand 


Commodore Business 
Machines U.K. Limited 
The Switchback, Gardner Road 
Maidenhead, Berkshire 

United Kingdom 


Commodore Business 


Machines (Asia Pacific) Ltd. 


2-12 Wing-Kei Road 
Kwai Chung, New Territories 
Hong Kong 


Commodore Business 
Machines Pty. Ltd. 

67 Mars Road 

Lane Cove 

New South Wales 2066 
Australia 


Commodore Computers 
Norge A/S 

Brobekkvn 38 

Postboks 109 

Okern, N-0509 

Oslo 5, Norway 


Commodore Computer 
N.W/S.A. 

Europalaan 74 

B-1940 St. Stevens-Woluwe 
Belgium 


Commodore Data A/S 
Jens Juuls Vej 42 

DK 8260 Viby J/Aarhus 
Denmark 


Commodore Networking 
Division 

Paul Bergsoes Vej 16 

DK-2600 Glostrup 
Copenhagen, Denmark 


Commodore Electronics 
Limited 

Sassoon House 

Shirley and Victoria Streets 
P.O. Box N-10256 

Nassau, Bahamas 


Commodore Centre 

2-12 Wing-Kei Road. 

Kwai Chung, New Territories 
Hong Kong 


Langenhagstrasse 1 
CH-4147 Aesch 
Switzerland 


Commodore France S.A.R.L. 
Parc d’activitie du Moulin de 
Massy 

10-12 rue du Saule Trapu 

BP 216 

91882 Massy Cedex, France 


Commodore Italiana, S.p.A. 
Viale Fulvio Testi, 280 
20126 Milano, Italy 


Commodore Japan Ltd. 
Sumitomo Higashi-Shimbashi 
Building No. 2 

12-7, Higashi-Shimbashi 2-Chome 
Minato-Ku, Tokyo 105 Japan 


Commodore Philippines, B.V. 
(Philippines Branch) 

Block 17, Cepza Complex 

Rosario, Cavite, Philippines 


Commodore Portuguesa 
Electronica, S.A. 

Rua Jorge, Barrados 

No. 30 ¢ R/e 

1500 Lisbon, Portugal 


Commodore 
Semiconductor Group 

950 Rittenhouse Road 
Norristown, Pennsylvania 19403 


Commodore, the Commodore 
logo, Commodore 64, C64, 
ETHER PLUS, and CDTV are 
trademarks of Commodore 
Electronics Ltd. Amiga and 
AmigaVision are trademarks of 
Commodore-Amiga Inc. 
DeluxePaint & Electronic Arts are 
trademarks of Electronic Arts. 
MS-DOS and Windows are 
trademarks of Microsoft 
Corporation. NetWare and Novell 
are trademarks of Novell, Inc. 
Terminator 2 is a trademark of 
Carolco International N.V. 

UNIX is a trademark of UNIX 
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